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WIRELESS2 Technologies Inc.
Consolidated Balance Sheets (Unaudited)
Expressed in Canadian Dollars

ASSETS - 1., « -4 .

Current ' e

Cash’

Accounts and holdback recelvable
. Inventory r-._u; .,- :

Prepaids

ﬁ~»(f}i

Property and equlpment
Other assets .. ,, .

-
>

LIABILITIES .- ';7:":; v
Current TR
Accounts payable and accrued liabilities
Deferred revenue

Loans payable (Note 5)

SHAREHOLDERS’ EQUIITY
Share capital

Contributed surplus

Cumutative translation adjustment
Deficit

See accompanying notes fo consolidated financial statements

On behalf of the Board

D.H. Blakeway
Dire_r:tor

Lo BRI N

KR. Tolmig*

A Ul TR

R S TR R hi
CA 3 B L
Lo nin D 2
- ::A;‘:‘! -~ \ g . 1
June 30 September 30
2007 2008
$ $
1,732,120 1,287,801
786,694 . 1,481,817
339,157 341,074
46,674 - 51,224
2,904,645 3,161,916
21!499| AT 25,428
144,741 ., 145757
3,070,885'c, . 1., 3,333,101
e -';::‘u'-‘i?’
KT A L
299,257 314,180
- 012,340 - 9,940
19,389 129,059
330,988 453,179
14,500,112 14,500,112
401,309 . 401,309
(256,350) (225 585)
(11,805,172) {11,795,914)
2,739,899 2,879,922
3,070,885 3,333,101

o



WIRELESS2 Technologies Inc.

Consolidated Statements of Operations (Unaudited)

Periods Ende:d June 30
Expressed in Canadian‘ pollars

.
N

Revenues

Cost of sales A

* Gross Profit A

: . -
Sales and marketing
Depreciation and amortization
General and .administratior

. - Research and develogtnent -
Financing chiirges
Foreign exchange loss (gain)

Loss before income taxes

Income taxes -

Net loss from continuing operations
Loss from discontinued operations
Net Loss

Loss per share from continuing operations

Basic and iiiluted

Loss per shale from discontinued operations

Basic and diluted
Net Loss per share
Basic and diluted

Weighted average number of shares

Basic and diluted

See accompe nying notes to consolidated financial statements

Consolidated Statements of Deficit (Unaudited)

Periods Ended June 30
Expressed in Canadian Dollars

Deficit, Beginning of period
Net loss
Deficit, End o period

See accompanying notss to consolidated financial statements

.....

THIRD QUARTER NINE MONTHS
2007 2006 2007 2006
$ $ $ $
713,431 496,540 ~2,391,957 1,819,517
439,733 311,492 1,430,339 . 1,126,205
T 273,698 185,048 961,618 T693,312
143,071 129,925 444,903 404,767
4,597 5,002 13,560 14,485
131,076 74,152 370,450 208,333
58,935 53,683 185,320 111,753
4,745 8,746 29,407 17,090
30,188 5042 16,809 10,403
372,612 276,550 1,060,479 767,331
(98,914) (91,502) (98,861) (74,019)
19 - 480 6,018
(98,933) (91,502) (99,341) (80,037)
(9,917) (400,140) (9,917) (995,083)
(108,850) (491,642) (109,258) (1,075,120)
$0.01 (30.01) ($0.01) ($0.0%)
$0.00 ($0.02) ($0.00) ($0.05)
$0.01 (50.03) ($0.01) (30.06)
18,812,213 18,812,213 18,812,213 18,812,213
THIRD QUARTER NINE MONTHS
2007 . 2006 2007 . 2008
$ $ $ ]
(11,796,322) (13,858,849) (11,795,914) (13,275,371)
(108,850) (491,642) (109,258) (1,075,120)

(11,905,172)

{14,350,491)

{11,905,172)

{14,350,481)




WIRELESS2 Technologies Inc,

Consolidated Statements of Cash Flows (Unaudit
Periods Ended June 30

Expressed in Canadian Dollars

ed)

THIRD QUARTER
2007 2006
S ST ICEY LT PR B $‘ _
OPERATING ACTIVITIES e e -
Loss from continuing operations PRI (98 933) : (91 502)
Items not involving cash; T ; )
Depreciation and amomzatlon -, 4, 597 o 5, 002
Foreign exchange adjustment (53 555) 5,042
Other - -
Non-cash working capital changes (Note 6) 191,184 125,740
Cash flows of continuing operations 43,293 s, 44282
Cash flows of discontinued operations {9,917) (420,265)
33,376 {375,983)
INVESTING ACTIVITIES s
Property and equipment acqwsmon Al Lkt J(6,027) SRS L st
Other assets additions A T e < (17,453} -
Assets held for resale : - {24,494)
~{6,027) {41,947)
FINANCING ACTIVITIES
Repayment of loans payable - (7,000)
- {7,000)
Net (decrease) increase in cash 27,349 (424,930)
Cash, beginning of period 1,704,771 738,114
Cash, end of period 1,732,120 313,184
Cash is comprised of;
Cash in banks 1,732,120 456,873
Bank indebtedness ‘ - {143,689)
1,732,120 313,184
Supplémentary Cash Flow Disclosure
interest Paid - 60,996
Income taxes paid -

T

See accombanying notes to consolidated financial statements

't

1.

- -

2 osernn o ' -
NINE MONTHS
.A:zooz, G 1L 16 12008 5
N $ " E e :- IEI- ST .$

s, 341)_ e (80,037)
s 590:3..- ST 14,485
(29,315) 10,403
. (1,400)
689,068 i . . '(94.715)
574,002 - . . (151,264)
(9,917) (690.687)
564,085 (841.951)
R T S S P
wo(8,210). 8 L LT
©(1:886) -+ < . (17,483)
SRS (116.964)
_ (10,095) - (134,447)
(109,671) (49,000)
(109,671) ~(49,000)
444,313 (1,025,398)
1,287,801 1,338,582
1,732,120 313.184
1,732,120 456,873
: (143,689)
1,704,771 313,184
. 168,217
480 -



WIRELESS2 Technologies Inc. S N
Notes to Consolidated Financial Statements (Unaudited) f .o Ceird e b '
June 30, 2007 and 2006 o ‘ '
Expressed in Canadian Dollars
IR DA /R 1 1 ) )
1. 'NATURE OF OPERATIONS o ' |
Wireless2 Technologies Inc. (the *Company”) continues to seek new ventures which will provide growth opportunities ‘
and shareholder value. On September 15, 2006, the Company sold its Corrections ‘Division (electronic curfew |

*monitoring) (See*Mote 4 of the 2006 Annual Report). The Company's subsidiary Tactical Technologies Inc. continues

to design and sell sophisticated communication surveillance and intelligence gathenng éqmpmen’t for'the iaw

"’ -énforcement and defense industries in the Umted States and Canada

[N

2, CHANGI OF NAME : B

The Company changed its name from Strateglc Technologtes Inc to Wireless2 Technologles Inc. in Oclober, 20086.
nli k . NN : '
‘ LA ,. } ., B "
3 SIGNIFIC ANT ACCOUNTING POLICIES :
The Conmpany's' financial statements have been preparcd following Canadian: generally accepted accounting
principles. The measurement of certain assets and liabilities is dependent upon future events whose outcome will not
be fully l:nown until future periods. Therefore the preparation of these financial statements requires management to
make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses.

Actual re sults may vary from those estimated.

These unaudited interim consolidated financial statements should be read in conjunction with the Company’s annual
consolidited financial statements for the year ended September 30, 2008 as set out in the Company’s Annual Report.

4. SEGMEMT INFORMATION
Commencing in fiscal 2007, the Company operates in two segments Law Enforcement and Head Office. In fiscal
2006, the: Company operated in one segment, being Law Enforcement. Consequently, comparative figures for Head
Office are not available (n/a).

THIRD QUARTER NINE MONTHS
e 2007 2006 2007 2006
- ' ' $ $ $ 3

Revenlles — Head Office 12,060 nfa 34,533 n/a
Reveniles — Law Enforcement 701,371 496,540 2,357,424 1,818,517
Net Income (Loss) — Head Office (42,742) n/a (118,963) nia
Net Income (Loss) — Law Enforcement {56,191) (91,502) 19,621 {80,037)
Capital Expenditures — Head Office - n/a 2,183 n/a
Capital Expenditures — Law Enforcement 6,027 1'{_,453: L 6.92'( ‘ 17.453
Reveniies — Canada 12,060 n/a 34,533 n/a
Revenuses — United States 701,431 496,540 2,357,424 1,819,517
Plant 8 Equipment — Canada 2,357 n/a 2,357 nfa

Plant 8 Equipment — United States 19,142 22,016 19,142 22,016



5. LOANS & NOTES PAYABLE BTN N LR
S ot sy By T e : 2007 - TN 2006
: o T . b1 VRSOSSN 3 BIRTANR OIS RN

Western Economic Dlversmcatlon Fund Lean;, *~ - R S A N T S

bearing interest at Bank of Canada prime lending rate plus 3%,

due May, 2006 SRR iw oL o i Vo e T R L ,' 5,506

B '-i" ! P e I Wi OO o sl '-“” ' ot i '_::."‘nll TR T, Tty ’
Loan Payable non interest beanng, due March 3, 2005 S T S X1 1 AU 179 695
R T . N R Wl

4% Notes Payable due March 3, 2005 T 9,694 ¢ 179 695
‘ _ 19 389 364,896
- ' ) ' v, ' Ay R

The loan payable and 4% Notes payable were due March 3, 2005. The Company has negotlated an extensmn of the
due date to an undetermined-future date which will be determined on settlement of an outstanding taxation matter in

On Guard Plus Limited.

WL "
6. CHANGE IN NON-CASH WORKING CAPITAL ¥ T e Tag st : ..:; T ‘
o e N IR TR TR Nt AT ST I T T R
R THIRD QUARTER Toeeoar ~NINE! MONTHS
T 2007 . 220067 .. e 2007 12006
Accounts and Holdback Receivable - 128,930 - 67,622 695,123 228,282
Inventory 41,889 45751 1,917 (68,301)
Prepaids 9,960 (28,640) 4,550 6,822
Accounts payable 14,521 133,019 (14,923) {267,129)
Customer deposits (4,116} (92,012) 2,401 5611
- Change in non-cash working capital 191,184 -125,740 - 689,068 {94,715)
7. COMPARATIVE FIGURES
Certain of the comparative figures have been reclassified to conform to the curent year's presentation.
A H 1 .
| I 1 - B
[\ i T ' A ? ,r ‘ )' - i
- c . 3 2 R : . < . =51
1 i ! - . i i o tld
t [ - N t "~ -
, . | & - : Rl ~ i
4 1 : RIS . T ' Ve vl -
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Management Discussion & Analysis
as at July 25, 2007

The following discussion. and analysiz should be read in conjunction with the audited consolidated
financial statements of the Company, and the notes relating thereto, as well as the Report to
Shareholders and other management discussion in the 2006 Annual Report

This report includes forward-looking statements that are based on currént expectar:ons and are Subj&Cf to
risks and uncertainties. Many intemal and extemal factors may cause actual results to differ materially

" .. including, but not limited to, those outlined in Risk Management in-the 2006 Annual Report. The Cempany

disclaims any intention or obligation to update or revise any such forward- Iookmg statements whather as
re=uh‘ of new mformatron future events, or otherwise. ‘ i

Addi ional information re!at:ng fo the Company is filed on SEDAR at www. sedar.com

T

~The attached fi nanc:a! statements have not been reviewed by the Companys aud;tors

Genural Overview

Strat 2gic Technologies Inc. changed its name to Wireless2 Technologies inc. in October, 2006. Wireless2
Technologies Inc. is incorporated under the laws of British Columbia. The Company's .core: businesses
were the manufacture and sale or rental of electronic curfew monitoring systems used in the Corrections
markeiplace and the manufacture and sale sophisticated surveillance equipment to the Law Enforcement
Com nunity. In September, 2006 the Company sold its"Corrections Division, including its subsidiary, On
Guard Plus Limited. Its wholly owned subsidiary, Tactical Technologies Inc., has manufacturing facilities
in HeImes, Pennsylvania. Tactical supplies tracking and intelligence gathering support technology used in
gove nment covert operations in the fields of surveillance and officer safety to law enforcement agencies.

The v:onsolidated financial statements include the results and financial position of Wireless2 Technologies
Inc. 2ind its wholly owned subsidiary, Tactical Technologies, Inc.

Revenues include the gross amount billed to customers for sales of products and related services. It also
includes interest earned on funds on deposit. Cost of sales includes direct expenses related to the
mantfacture of products.

Results of Operations

The consolidated financial statements for the third quarter and nine months ended June 30, 2007 include
the ressults and financial position of Wireless2 Technologies Inc. and its wholly owned subsidiary, Tactical
Tech1ologies inc. The Company derives the majority of its revenues in United States dollars.

Consolidated revenues for the third quarter ended June 30, 2007 were $713,431 ($2,391,957 for the nine
mont1s) compared to $496,540 ($1,819,517 for the nine months} for the same period last year, an
increiise of 44% and $216,891 (31% and $572,440 for the nine months). Total gross profit for the third
quartar was 38% (40% for the nine months) of revenues compared to 37% (38% for the nine months) in
the prior year. The change in gross profit percentage is attributable to the changes in sales volumes
against which overheads may be absorbed and the product mix of sales.

Expe.1ses increased $96,062 or 35% ($293,148 or 38% for the nine months) to $372,612 ($1,060,479 for
the rine months) from $276,550 ($767,331 for the nine months) in 2006. Of this amount, $54,668
{$152,145 for the nine months) relates to head office expenses in 2007. These expenses are included in
discontinued operations in 2006. Research and development expense increased $5,252 ($73,567 for the
nine months) compared to 2006 as the Company expanded its research and development personnel
related to its Law Enforcement Division. The foreign exchange loss increased $25,146 ($6,406 for the
nine 1nonths) as compared to the 2006 period.

The ret loss from continuing operations for the third quarter was $98,914 and $0.01 per share (a loss of
$99,341 for the nine months and $0.01 per share. This compares to a net loss from continuing
operztions of $91,502 and $0.01 per share ($80,037 and $0.01 per share for the nine months} in 2006, In
additisn, the Company had a loss from discontinued operations of $9,917 and $0.00 per share {$9,917




and $0.00 per share for the nine months) compared to $400,140 and $0 02 per share ($995 086 and
.-30.05 per share for the nine months) :in2006. . , :

PN

‘ Loss from Dlscontlnued Operatlons " . e
In September, 2006, the Company sold its Corrections Division, lncludlng sub5|d|ary, On Guard Plus
Limited (See September 30,,2006, Annual Report). Accordingly,. the operating results of the Divisicn have

been classified as a discontinued operatron and comparatwe ﬁgures restated.

* s

-

e

Quarterly Results 37Qtr 2007 [ 2™Qtr2007 | 1" Qtr2006 | 4" Qtr 2006
(Unaudited) - $ $ -3 S .-
Revenues from continuing . v L o
operations 713,431 989,453 689,074 681,816
Income (loss) before discontinued
operations '(99,341) 45.236 (45,643) 2,301,305
Income (loss) from discontinued * ' T
operations (9.917) - - 253,271
Net income (loss) (1 08,850) 45236 (45,643) .2,554,576
Net income (loss) per share — - C e ) e
Basic and diluted (0 01) 0.00 000 . -.. 014
Quarterly Results 37Qtr2006 | 2 Qir2006 | 1" Qtr 2006 | 4" Qtr 2005
5 $ $ $
Revenues from continuing
operations 496,540 813,916 509,061 791,565
Income (loss) before drscontrnued - = SabtestRabiE= TR
operations 91,502 60,301 (48,837) 43,161
Income (loss) from discontinued '
operations (683,144) {401,324) (193,617) 33,188
Net income (loss) {491,642) (341,023) (242 ,454) 76,349
Net income (loss) per share - .
Basrc and drluted (0.03) (0.02) (0.01) {0.01)

RO RV R

- ﬁ.;' Lole 'ﬂu" vy ' L Wy T
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The ﬂuctuatlon in revenues is attrrbutable to the changes in:the ’Ievel of purchasrng ‘under major
government agencies purchase orders. The fourth quarter of fiscal 2005 and 2006 reflect the net effect of
the sale of assets. A significant proportion of the Compariy's revenues and expenses are generated in US
dollars. Revenues and expenses for 2005 and 2006 were reduced as the average exchange rate fell from
1.33 in 2004 to 1.22 in 2005 and 1.14 in 2006. The exchange rate for the ﬁrst three quarters of 2007
averaged 1. 14 B

G et g
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4 . . '
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Liquidity ° ' e ' ' ‘ SEUI VR
Working capital at June 30, 2007 was $2 593, 048 ‘a decrease of $244,748 ‘from September 30 2006

In the third quarter, operating activities generated cash of $33,376 ($564,085 for the nine months)
compared to using cash of $375,983 ($841,951 for the nine months) in 2006. For the nine months, the
collection of the majority of the receivable from On Guard Plus Limited and accounts:receivable
+ generated $695,123. Investments in new equipment and assets used cash of $10,095 -compared-to
- $134,447 in 2006 The Company repaid loans payabte of $109 671 m the current penod compared to
repayments of $49 000 in the prior year = "
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_and nutstandmg at June 30 2007 . _ b y

. M ' y S D T AN PR ) - (PR | I A', Wl

'Capltal Résouices '~ -+ ¢
At June 30, 2007, the Company had workrng caprtal of $2, 593 048"as dompared to $2,837,796 at
Septamber 30, 2006 The Company has no long term debt and had 18 812 212 common shares |ssued

. T ]
'-lrfit I . o b el s

The bompany had fo com"mtments for marenal eapltal expenmtures as of June 30 2007.

The I.-ompany has ne lines of credit or other sources of financing which have been arranged or are being
negonated S : -

4"

The Company has adequate caprtal resources to meet all its obhgatlons and fund operatlons 'going
forw:rrd for the foreseeable future . o

Payments Due by Period

, o Less than 1-3 4-5 After
Coritractual Obligations Total 1 year years | - Years - ‘S years
Det entures Payable - - - .
Operating Leases to- - - .
Loans Payable - - $19.389" $19,389 - - - -
Totil Contractual : e R . e
Obligations $19,389 $19,389 . - e L
*No! including interest o ) . ; -

pay nents

Off-Eialance Sheet Arrangements
The Zompany does not have any off-balance sheet arrangements in place.

Transactions with-Related Parties - -

Management fees of $56,625 (2006 - $195, 700) were charged by companles controlled by individuals
who are officers or directors of the Company.

Critical Accounting Estimates

The Company's financial statements have been prepared following Canadian generally accepted
accounting principles. The measurement of certain assets and liabiiities is dependent upon future events
whose outcome will not be fully known until futuré periods. Therefore the preparation of these financial
stateiments requires management to make estimates and assumptions that affect the reported amounts of
assels, liabilities, revenues and expenses... Actual results may vary from those estimated.

In particular, the amounts recorded for.amartization of property and equipment and intangible assets are
baseii or estimates of the remaining useful lives of such assets. Furthermore, the provision for warranty
claims is based on past experience and the most currently available information regarding warranty costs.
Thes 2 estimates, and those related to the cash flows used to assess the potential impairment of property
and equipment, intangible assets and goodwill are subject to measurement uncertainty and the impact on
the firancial statements of future periods could be material. Such estimates and assumptions have been
made: using careful judgments, which in management's opinion, are within reasonable limits of matgriality
and s:onform to. the, significant acceunting, policies summarized in. Note 3 to the consolidated financial
statements.

[ P A A A o = L
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Looklngforward S T S DS SR TR n ’ -

In  the:. past. year,. the Company made the -decision to leave the: Correctrons marketplaoe and
completed the transaction late in the 2006 fiscal-year. This' decision resulted in the_Corrections Division
being sold at a profit allowing the Company to repay all its debt.. Wireless2.now has a strong financial
positian to expand Tactical and search for new opportunities in the wireless marketplace. Growth requires

chanje and the changes the Company has taken are expected to have a positive impact on its growth.

-



Management is confident the Company can achieve its goals because it has the financial resources, the
availability of business opportunities, the strategies, the people and the commitment to do everything
possible to meet and exceed them. The Company ‘also has a Board of Directors with the wisdom and
experience, as well as a high degree of, mvolvement and independence, to ensure Wireless2_has the

necessary guidance to achieve greater success" - , I 2. LU IR N

Tactical has received some;new contracts in 2007 wrth us Federal govemment agencres ‘and_ il abeq
delivering them throughout the balance of the year. Tactical expects to"achieve positive net 2amings’ for .
fiscal 2007. Tactical ended the third quarter with an order backlog for equipment:-of :approximately. .
$760,000. = .

Risk Management . SO T e o RS
Business risks BN A R . S L el L
Although the market for our products appears to be expanding, our ability to” remarn competmve is 7
dependent upon assessing changing markets and providing new products and capabilities. There can be ,,

no assurances that we will be able to do so or to meet changes in the marketplace or that the sale of new _; '\.,1.:3
products will be profitable. Some of our competitors have greater financial resources and may be able to
sustain recurring losses to establish market share at our expense

Foreign exchange risks and inflation - T e P IR
The Company generates the majority of its revenues in US dol!ars it records foreign -currency
denominated working capital items {(generally cash, accounts receivable and certain accounts payable) in
the financial statements in Canadian dollars based on spot rates for the currency at the end of the
reporting period. To date, the Company has not engaged in any currency hedging to minimize the effects
of foreign exchange gains or losses. Exchange rate fluctuations are partially offset by a natural hedge in
that some of the expenses it incurs and its law enforcement division are denominated in U.S. currencies.

The Company does not hold and has not entered into a market risk sensitive mstrument for tradrng
purposes. e

The Company believes that inflation and other changes in prices have not had a material effect on it.

“Doug H. Blakeway” o o . - . flanM. Brown';
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President & Chief Executive Ofﬁcer. G e 'Chref Financial Officer ) el i
July 25, 2007 Lo, 6 A T July 25, 2007

\"sr‘.:.‘\ -

-------




1.

. Dlrectérs‘.and

- . # ot
BN T
P ~

LER
Lingty Lot
i~y . '

IR L - R SR T
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Doug H. Bla keway*

Bernhard J. Zinkhofer v .. . 7

Director, President & Chief Executive Officer

Director

WIRELESS:: Technologies Inc.: - -

vaELsssz Technologies Inc. - .~ = . ©

) . .
o . L

Directer, Chairman. & Chief Executive Officer ... . . -
TACTICAL Tschnologles Ine. 3L~ o = -
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= i TN o,

lan M. Brown

Kenneth R. Tolmie*

Director, Vic2 President, Secretary & Chief
Financial Ofiicer

Director, Audit Committee Chairman - *
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WIRELESS: Technologies Inc.

WIRELESS2 Technologies Inc.

Richard B. {inyder -

President

TACTICAL T'=chnologies Inc.

*Denotes me mber of Audit Committee
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Corporate Information
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